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Painful Reminders 
of What Really Matters
By Dennis Heffley
In the economist’s complex world of numbers and
equations, it’s easy to overlook the importance of
personal relationships and social institutions.
September 11 has caused everyone, even econo-
mists, to reconsider the basics.
Recently, for the first time in many years, I
reopened a small book that eventually won a 1983
Nobel Prize for its author.  Among graduate stu-
dents in economics, Gerard Debreu’s Theory of
Value (1959) has produced great insight and even
greater pain.  The book is a mathematical analysis
of how markets interact and operate to “value” or
price the complex mix of goods and services that
we produce and consume.  These prices not only
allow all markets to clear at the same time, with-
out chronic shortages or surpluses, but they also
channel resources to their most efficient uses—
heady stuff that’s only fully appreciated by devout
economists or wayward mathematicians.
Debreu’s economic world is long on elegance
but short on soul.  His economic “agents” (con-
sumers and producers) interact only through mar-
ket transactions—no personal relationships; no
institutions of family, government, education, or
religion; no social fabric.  It’s hard to fault Debreu
for such omissions.  Social links and institutions
are difficult to describe and even harder to quanti-
fy.  But as September 11 has shown, these
“noneconomic” features are essential to the 
economy.  When the




quences can be staggering.  
Ties That Bind
Connecticut borders New
York.  About 80 Connecticut
residents perished in the ter-
rorist attacks, though it
seems like more.  It is diffi-
cult to find someone in this
small state who has no con-
nection to the list of dead
or missing.  What’s evident
here, and in places even
further afield, is just how
many people and institutions
have been affected by the
hijackers’ attacks on the World Trade
Center and the Pentagon.  The effects are
personal, economic, and social: the loss of
family members and valuable employees whose
links to friends, neighbors, and fellow workers are
too many to tally and impossible to replicate.
And the ripple effects are international in scope.
Britain, for example, lost some 250 citizens in the
attacks, but again the social and economic losses
extended well beyond the victims’ immediate fami-
lies and friends.  Three weeks later, British Prime
Minister Tony Blair spoke to his party’s annual
conference.  Like any skilled politician, Blair cov-
ered plenty of ground, but certain themes were
clear: “...interdependence defines the new world
we live in”; “...self-interest and our mutual inter-
ests are today inextricably woven together”; and
the “...governing idea of modern social democracy
is community.”  More resonant now than before
the attacks, Blair’s themes—interdependence, the
link between self-interest and mutual interests, and
community—offer a useful way of thinking about
the economic and social consequences of the
attacks and subsequent acts of bioterrorism. 
Interdependent...for Better or Worse
Our “beat” is Connecticut, and our first instinct
is to focus on home. But, as Blair’s themes suggest,
it’s not easy to separate Connecticut’s fate from
that of the rest of the nation or, for that matter, the
rest of the world.  Interdependence is a fact of life
for small states—a source of wealth, but also a
source of risk.  
Connecticut’s daily “export” of workers from
Fairfield County to New York City accounts for
most of the state’s human loss on September 11,
but other activities add to our interdependence
with New York and other states.  Connecticut’s
schools and colleges, for example, serve many non-
residents, while even more of our children leave
home to be educated in surrounding states.  These
educational links to other states have not yet been
much affected, but a world of greater uncertainty
will cause some students—ours and theirs—to
stick closer to home, family, and friends.
Routine transactions, especially at tourist attrac-
tions, have felt more immediate effects.  Still suf-
fering from the private and public sectors’ failure
to rebuild a fire-gutted section of its historic down-
town shopping area, Mystic has experienced a
sharp drop in visitors from the New York area this
fall, normally a busy period in leafy New England.
Even Connecticut’s famed casinos—Foxwoods and
the Mohegan Sun—have been affected.  In August,
before the attacks, the casinos’ combined slot-
machine “win,” the amount not returned to
patrons in payouts, was up 10.8% from the August
2000 figure.  The September 2001 figure of $122.2
million was still up from the September 2000 fig-
ure, but only 7.7%.  This slowdown in the rate of
growth may seem small, but it represents about a
$3.5 million reduction, of which $875,000 would
have helped the State to finance public services.  If
the trend continues, the casinos, their 20,000
employees, the surrounding New London area, and
state taxpayers will surely feel the effects. State
officials in Hartford, by the way, are already pre-
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year; last year ended in a $613 million
surplus.  How quickly the fiscal high tide
ebbs. 
Even rustic Litchfield County, the focus
of this quarter’s issue, has been hit hard.
B/E Aerospace, based in Florida, recently
announced cutbacks that included closure
of their 380-worker plant in Litchfield, the
town’s largest employer and taxpayer.
Their product?—airliner seats and interi-
ors.  It’s sadly ironic that the loss of four
planes would choke off the demand for
new commercial aircraft.  Even foreign
airlines are seeking dry storage space in
the Arizona desert.  But we needn’t look
very far to see just how sharp the air trav-
el cutbacks have been.  Total emplane-
ments and deplanements at Bradley
International Airport fell from 711,657 in
August to 366,100 in September—nearly a
49% reduction because of the two-day
grounding of all commercial flights, sub-
sequent flight cancellations, and lighter
passenger loads.  September mail ship-
ments through Bradley fell to one-fourth
the August rate, and September air freight
tonnage was little more than half the
August level.  These indicators probably
regained some ground in October, but
likely lag well behind normal levels. 
Broader indicators also reflect the inter-
dependence between Connecticut and the
U.S. economy.  Already near recession
last quarter, Connecticut is now being
drawn into the vortex of the national
economy’s downward spiral.  While our
September seasonally adjusted unemploy-
ment rate of 3.6% remains well below the
September national figure of 4.9% (5.4%
in October), it has not been this high for
almost four years.  Further national
employment cuts will pare incomes,
weaken consumer confidence, and reduce
demand for many goods and services.
Some states, including Connecticut, may
weather this cycle better than others, but
uncertainties abound.
Some of Connecticut’s largest employ-
ers are closely linked to the events of
September 11 and the nation’s military
response, but the net effects of these ties
are unclear.  FIRE (finance, insurance,
and real estate) employs 142,400 in
Connecticut, about 8.4% of the state’s
total employment.  While some insurers
and reinsurers face huge claims, height-
ened concerns about greater commercial
and personal risk may increase
demands for various types of insur-
ance.  Similarly, the state’s aero-
space and defense manufacturers
already have announced cutbacks (see
page 20) in response to the sharp drop in
commercial aircraft orders, yet some of
Lockheed’s $200 billion contract to pro-
duce the new Joint Strike Fighter will
flow to United Technologies and other
Connecticut firms.  
While the war against terrorism will
prompt investment in other new technolo-
gies, it probably will not spur the massive
military build-up and manufacturing
expansion that occurred during World
War II.  The biggest threat to Connecticut,
with its large stake in financial services,
could be a financial market meltdown,
but thus far the stock market has
remained surprisingly buoyant since the
attacks, with most major indices now
above their September 10 closing levels.  
You, Me, and Us
Tony Blair’s second point, about the
link between self-interests and mutual
interests, can be seen in the behavior of
air travelers.  At one level, it looks like
the two interests diverge: less travel may
be privately sensible, but if too many of
us are overly rational, air travel and relat-
ed activities—hotels, conference centers,
restaurants, and cabbies—will suffer.  Yet
this is where mutual interests and self-
interests rejoin: few of us, even the
rational, will be well-served by a timid,
less mobile, and less productive society.  
Crucial in avoiding harmful collective
responses is confidence.  In this regard,
recent consumer confidence figures, espe-
cially at the national level, are unsettling.
The national index has dropped to a level
not seen since 1984, while Connecticut
confidence, according to our Webster
Survey, was much less affected (see pages
8-9).  This seems odd, given our proximi-
ty to New York, but our state’s economy
was also healthier than most before
September 11 and, as noted above, could
even remain so if its key industries are
called upon to meet critical needs.
Public confidence also has been shaken
by the cases of anthrax and fears about
even more deadly forms of terrorism at
home.  Calls to resume vaccinations
against smallpox—long eradicated in the
U.S.—cite the benefits of protection if
bioterrorists reintroduce the disease, but
they often ignore the several thousand
deaths from adverse reactions that would
accompany universal vaccination in this
country.  This may be a good time to
place some confidence in the judgment of
public health professionals. 
Community
In Prime Minister Blair’s vision of
“community” people cooperate, and coop-
eration can help to restore confidence.
For the most part, the events of
September 11 have “brought folks togeth-
er”—nationally and internationally—and
that solidarity may have averted even
larger blows to public confidence.  But
healthy communities, especially in demo-
cratic market economies, are diverse,
complex, and even chaotic places—full of
cooperation, competition, and conflicting
views.  Debreu showed how a market
economy can successfully work—in theo-
ry, and without the added baggage of
complex social relationships and institu-
tions.  September 11 has shown us that
these relationships and institutions really
do matter.  It remains to be seen if we
can mend the social fabric, resist private
incentives to pull back on the reins, and
get this cart back on the road.  That could
be the best tribute to victims of the disas-
ter and of some com-
fort to their families.